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New Issue Details 
$60,000,000 Municipal Drainage Utility 
System Revenue Bonds, Series 2005, are 
scheduled to sell on or about March 22 via 
negotiation to a syndicate managed by Siebert 
Brandford Shank. Dated April 1, 2005, the 
bonds will mature serially Feb. 1, 2006–2030. 
Bonds maturing on or after Feb. 1, 2015  
are subject to optional redemption at par  
plus accrued interest on Feb. 1, 2014 or any 
date thereafter. 
Purpose: Bond proceeds will be used to finance 
the cost of drainage improvements, including 
acquisition, construction, and repair of structures, 
equipment, and facilities for the system. 

 Outlook  
The ‘A+’ rating reflects San Antonio’s sound projected debt service 
coverage, strong stormwater fee collections profile, and anticipated 
stormwater fund balance increases. Also reflected are the adequate legal 
provisions, including a lenient reserve requirement, and the expectation 
of limited future borrowing without corresponding increases in the 
stormwater fee. Through city council action in December 2004, the 
storm water drainage service fee was increased by 19% to accommodate 
the debt service on this issuance, as well as provide for some regional 
stormwater projects. Through the 30% fee increase passed in the fiscal 
2003 budget and implementation of operational efficiencies, the fund 
balance for stormwater operations increased by more than $4.4 million 
by the end of fiscal 2003. This will provide sufficient liquidity if the 
need arises. Additionally, the fee is collected along with the water and 
wastewater fees and is based on the type of customer and lot size, 
resulting in a very reliable revenue stream. 

 Rating Considerations 
The stormwater system was created in 1997 as a public utility to provide 
the city with a funding source to comply with federal Environmental 
Protection Agency-mandated stormwater and operation and maintenance 
(O&M) requirements. Operational functions include vegetation control, 
river maintenance, street sweeping, and tunnel maintenance. The 
operating budget for fiscal 2005 is $18.8 million, and the appropriation 
for system transfers to the general fund is about $1.4 million.  

The fee increase is projected to raise $5 million in revenue, 60% of 
which will be used for debt service, with the remainder dedicated to 
operational improvements. The stormwater fund balance increased by 
more than $4.4 million at the end of fiscal 2003 from approximately 
$100,000. Using unaudited fiscal 2004 revenues and expenditures, net 
revenues provide 1.4 times (x) coverage of annual debt service. Level 
debt service is anticipated throughout the life of this issue, with only 
one interest payment in this fiscal year, providing the opportunity to 
raise the fund balance. Fiscal 2005 budgeted gross revenues provide 
3.6x coverage of maximum annual debt service, with net revenues 
providing 1.3x coverage of annual debt service. Development impact 
fees are also collected; however, they are segregated in a separate fund 
and used primarily for capital projects. 

The city is a partner in an interlocal agreement for a regional flood 
control program, along with Bexar County and the San Antonio River 
Authority. The purpose of the agreement is to collaborate with 
municipalities, military bases, and local, regional, state, and federal 
agencies to provide regional management of a unified flood control, 
drainage, and stormwater quality program. As part of the alliance, 
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responsibilities of each partner are still being 
formulated, including capital project funding. 

The regional capital improvement plan (CIP) will 
prioritize projects based on benefits, available 
funding, and equity. Additionally, the city has 
authorized general obligation debt, which will fund 
drainage projects, similar to past practice. The city’s 
six-year CIP identifies $99.3 million in drainage 
projects, which contemplate funding through this 
issuance and through proceeds from tax-supported 
bond sales. By virtue of raising the drainage fee in 
December 2004, the city will be able to fund 
approximately $60 million in projects, including  
11 high-priority projects, as opposed to the  
$32 million included in the CIP. City officials  
have stated that any future drainage utility system 
revenue debt issuances of any consequence will be 
accompanied by a corresponding fee increase. 

Through an interlocal contract, the San Antonio 
Water System (SAWS) bills and collects the 
stormwater drainage fee on behalf of the city. Each 
property that receives a water service bill also 
receives a drainage bill. Approximately 90% of all 
SAWS customers are residential. Residential 
customers pay either $33.36 or $44.16 annually for 
drainage service, depending on lot size. Given this 
low annual charge, rate flexibility for future needs 
also is a positive rating factor. 

Security provisions include a rate covenant that will 
produce revenues equal to 1.25x annual debt service, 
O&M expenses, and any other indebtedness payable 
from pledged revenues. The additional bonds test calls 
for revenues for the most recent completed fiscal year 
or 12 consecutive months out of the immediately 
preceding 18 months to be at least equal to average 
annual debt service (AADS). The flow of funds, in 
priority order, is to debt service, O&M expenses, the 
reserve requirement, and then any lawful purpose. The 
reserve requirement is AADS; however, the 
requirement is waived in each year revenues are at 
least 1.75x AADS. The city also covenants to 
discontinue water and sewer services to any user that is 
delinquent in the payment of drainage charges. 

 Strengths 
• Stable revenue stream that will grow steadily and 

is not likely to fluctuate. 
• Low drainage service fee, which allows for 

future rate increases, if needed. 

• Sound liquidity level anticipated in the stormwater 
fund at the end of fiscal 2003. 

• No significant additional leveraging of the drainage 
fee expected without corresponding rate increases. 

 Risks 
• Undetermined level of drainage capital needs 

and city responsibility associated with regional 
flood control plan. 

• Debt service reserve requirement waiver as long 
as revenues equal at least 1.75x AADS. 

 Security Provisions 
The bonds are special obligations of the system 
payable solely from and secured by a first lien on and 
pledge of revenues of the system. The city covenants 
to discontinue water and sewer services to any user 
that is delinquent in the payment of drainage charges. 

Pledged Revenues: Pledged revenues are a first lien 
on revenues derived from the operation and 
ownership of the municipal drainage system, 
including interest income on accounts. 

Rate Covenant: The city stipulates and agrees to 
establish, maintain, and impose charges for facilities 
and services reasonably expected to produce 
revenues sufficient to pay parity debt service and 
fund reserve requirements, O&M expenses, and an 
amount equal to 1.25x AADS requirements on parity 
debt, as well as to pay all other indebtedness payable 
from and secured by pledged revenues. 

Additional Bonds: Additional bonds are authorized 
subject to a certification from the director or city 
manager that the city is not in default as to any 
covenant, obligation, or agreement and all payments 
into special funds maintained for payment and security 
of parity obligations have been made. Additionally, 
revenues for the most recent completed fiscal year or 
12 consecutive months out of the 18 months 
immediately preceding the issuance of additional 
bonds must be at least equal to 1.25x AADS. A change 
in charges for services effective for at least 60 days 
prior to the last day of the period for which revenues 
are determined may be considered in the test 
calculation. Also, obligations payable from and 
secured by a lien on and pledge of net revenues of the 
system, junior and subordinate to prior lien 
obligations, are authorized. 

Flow of Funds: In priority order, all revenues 
deposited into the system fund are pledged and 
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appropriated to debt service payments, O&M 
expenses, amounts required to be in the reserve, and 
any lawful purpose, including transfer to the city’s 
general fund. 

Reserve Requirement: The reserve amount must 
equal AADS, funded in monthly installments in an 
amount equal to at least 1/60 of the requirement. The 
reserve requirement is waived for each fiscal year that 
revenues are at least equal to 1.75x AADS. Should 
revenues be less than this threshold, the reserve 
requirement must be fully funded within two years. 

 Municipal Drainage Utility System 
The system serves the city’s boundaries and its 
unincorporated extraterritorial jurisdiction. As a 
public utility, the city may bill for drainage services 
along with other municipal utility billings. The 
stormwater drainage fee is a separate charge against 
lots and tracts of property that benefit from services. 
The system is a special revenue fund that provides for 

the O&M requirements of the city. The rate increase 
was passed to provide funding for capital projects 
and operational improvements.  

Through an interlocal contract, the fee is collected 
monthly by SAWS from its customers based on the 
square footage of the lot or tract and the customer 
class according to a fee schedule. SAWS is the 
predominant water service provider in Bexar County, 
serving more than 306,900 customers representing 
more than 80% of the water utility customers in the 
county. SAWS is then reimbursed for its expenses 
associated with billing, collecting, and accounting. 
There are four categories of customer classes, with 
varying tier levels within each class. Customer 
classes include residential, multifamily, commercial, 
and public. Future rate increases will be dependent on 
the levels of revenue debt project financing, pay-as-
you-go project funding, and O&M requirements. 
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